
ECONOMIC SECURITY ACT 259

STATEMENT OF DR. WLLIAM N. LEISERSON, CHAIRMAN OF THE
NATIONAL MEDIATION IBOARD

The CHAIRMAN. You are chairman of the National Mediation
Board, Dr. Leiserson?

Mr. Lxsznsox  Yes, sir.
The CHAIRMAN. What is the other background you have, so that

we can have it in the record?
Mr. LEISERSON. I was a member of this technical board which

compiled the data on this Social Security bill, but particularly on the
unemployment insurance provisions. II worked particularly on the
unemployment insurance provision. Prior to that I had been chair-
man of the Ohio Commission on Unemployment Insurance that pre-
pared t,he so-called ” Ohio plan ” of unemployment insurance as dis-
tinguished from the Wisconsin  plan of unernplo~;m  en t insurance.

The CHAIRMAN. Did you help to draft the Ohlo plan?
Mr. LEISERSON. Yes, sir.
The CHAIRUAN. What is that plan in substance?
Mr. LEISERSON. In substance it is that unemployment should be

handled on an insurance basis with a pooled insurance fund as dis-
tinguished from the Wisconsin idea which is tl+at unemployment
should be handled merely by individual employers, laying aside a
certain amount of money and using that money to remunerate or
compensate anv Deonle that thev mav hanDen to lav oft’.

1

The CHAIR&~. @hat is the iax i&pos& u
,Mr.  LEISERSON. Under the Wisconsin plan’?
The CHAIRMAN. Under the Ohio plan.
Mr. IJEISE~XSON.  It is 3 percent, 2 percent’ paid by tlhe employer and
percent’ by the employee.
The CHXIRMAN. V\llel~ was it pwsecl?
Mr. LEISERS~N. It was not passed; it was reportccl  in 1932 to the

leg;islature,  passed one house but x-as notI repol%ed out by the COIR-
m&tee in the other house.

The CHAIRMAN. So you &IX not the law yet?
Mr. LEISERSON. No! sir.

The CHAIRMAN. All right; proceed.
Mr. LEISERSON. The idea of the unemployment insura’nce  provi-

sions of this bill is that it is desirable as a security measure to use the
principle of insurance for as many of the unemployed as it, is possible
to apply the principle of insurance,  to ; t’hnt is to say, it is not possible.
to use the principle of insurance for all of the unemployed. It is
possible to use the principle of insurance for the majority of the wage
ea*rners  of the country, but not for all of those who are unemployed,
and I will explain that presently.

If we are to use the principle of insurance, it is verv plain that this
principle cannot be used for the people who are n6w out of work,
because the people who are now out of work are in tlhe sense like
people who l&G had their house burned down but carried no fire
b-&xnce. If thev carried no fire insurance, vou cannot make pav-c.
ments to them and then call it insurance.
do make are a relief in one form or another.

JJYhatever  payments y&l.

This bill provides that for those people who either are now at
work or who are going to work from now on, those unemployed who
get back to jobs, that as soon as they get back to work and have a

.
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job, that they shall be insured against the future recurrence of unem-
ployment. You cannot insure a person until he has a job and pay-
ments have been made, premiums paid, either by himself or in his
behalf to take care of the emergency that will come later, through
temporary unemployment for a shorter period, like seasonal unem-
ployment or for a longer period.

So this clearly looks toward the security or providing a measure
of security for those who are at work and who spend most of their
time working. If, for example, a person is a casual wage earner,
that either on his own account because he has some lack of quality
or physical ability he cannot hold a steady job, insurance would not
apply to him because he is not working steadily  enough to pay the
premiums or to have the payments of premiums paid in his behalf
by the employer. And similarly if the employer’s work is of a
character to b;! casual, you cannot handle casual labor 011 the prin-
ciple of insurance. But for the vast majority of wage eaers rnthat
ordinarily support themselves b-y labor and their jobs, and ordinarily
do not appear on the charity rolls of the community for those people
I regard the principle of insurance as most important. That will
not take in all those who suffer unemployment, but the majority of
them.

Senator COUZENS. Do you mind an interruption there?
Mr. LEISERSON. Not at all.
Senator COUZENS. You spoke of the casual worker. I understand

the employer has to pay the 3 percent on the casual worker’s pay
roll just the same.

Jllr. ~~EISEIWON. I think that would be true under tlhis act. On
the ot,her hand, if the individual tmploycte  worked cnsuall?;  for one
employer after z-mother ancl appeared 011 enou.gh  Ijay rolls, he would
be insurable in that way too, because it is provided that’ in general the
proportion--he can draw one premium to four payments, so tha,t if
there have been four payments in his behalf, it would be possible for
him to draw payments in bhat way, but where ordinarily he is a
casual laborer in the sense of a person who just come to take a load
of lumber and help to unload a 1~~1 of lumber for half a day or so, he
would be excluded from the a&

Senator COUZENS. Yes; but t!h.e  employer would still IMW to pay
on t8he  pay roll.

n/rr. IIEISERSON.  l think not.
Senator COUZENS. I do not find any deductions, presumnbly,  under

the bill for that. .
The CHAIRMAN. Would that not apply, if in the aggregate there

were 13 weeks of emplovment for four persons, and of course you
would take that into con&leration  if he worked half a day in rec.kon-
ing whether there  was 13 weeks of employment there. Isn’t’ that
true?

Mr. LEIsERS~N. That is true.
,Senator  COUZENS. The 13 weeks  of ernplo,ymsntJ  &les not apply

t,o the individual.
The CHAIRMAN. No, but it applies to the tax, doesn’t it, Doctor,

that he has to pay?
Senator COUZENS. No, if he has 4 or more employees for 13

weeks during the year, then he has to pay his 3 percent on the pay
roll. I do not find any exemptions from the assessment of 3 percent
of the pa.y roll in this bill.
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Mr. LEISERSON. In the definition of “employer” under the act it
stat,es-

The CHAIRMAN (intrerrupt8ing).  What page is t$hat on’?
Mr. LEISERSON. At page 43, beginning with line 23 [reading]:
In determining whether an emplover employs enoug

ployer" subject hereto, and in deter&ing for what tas
shall whenever he contracts with any subcontractor-

h persoIls lo t,e an “em-
he is liable  htwllnder, he

That is only dealing with the problem where he contracts out.
Senator COUZENS. This refers to the subcont,ractors.  That cloes

not cover the point I had in mind.
Mr. LEISERSON. That is true.

employed these persons
Before that, on line 17, if he has

“witlhin each of 13 or more calendar weeks in
the taxable year.”

The CHAIRMAN. That is where?
Mr. LEISERSON. On page 43, line 17.

ing]--
If he has employed [read-

within each of 13 or more calendar weeks in the t,zsuble year, at le:ld four persons
in employment subject to this title.

Under “employment ” I think as it is writ ten here, Sen a tor, it is
correct that he would pay in behalf of the casual employee.

Senator COUZENS. As I understand it, he pays 3 percent on his
total pay roll, no matter how he pays it out?

Mr. LEISERSON. That is correct. I may say though, in the State
bills that have been introduced, whether under the Ohio plan or
under the Wisconsin plan, the usual proposal has been that casual
labor is clefined, and unless a person has had at least 4 n-eeks  of work
steaclily  or he has hacl a day or two regularly each week for a longer
period, he is considered a casual laborer ftrd exemptecl  from the act.
That is the way the problem of casual labor has been approached in
these bills that have appeared in the States.

Senator HASTINGS. Doctor, has your committee or anybody repre-
senting the administration drawn the kind of a bill which they think
the legislatures of the various States ought to adopt?

Mr. LEISERSON. Our committee has worked on a form of State
bill-it has alternative forms rather t,han any one-bhat might be
adopted by various States under the general provisions of this act,.

Senator HASTINGS. Is it a very lengthy thing?
Mr. LEISERSON. This is as much of it as I have hacl [inclicating]. I

do not know that it has been finally approved by the committee,
but this is what we have been working on, and it has several alterna-
tive proposals.

Senator HASTINGS. Mr. Chairman, I t,hinlir it would be very helpful
if the committee had before it the kind of a bill that1 the administration
proposes to recommencl  to the various States. A great deal of the’
test’imony  given here is based upon the legislatures doing certain
things. This bill does not require t,hem  to do any part,icular  thing
except to enact an insurance law for the workmen’s insurance, a
workmen’s insurance law of some kind. I think if either now or at
some time when that recommendation is perfected, that it would be a
good thing to have it in our record.

The CHAIRMAN. Doctor, is that the draft of the one that will be
suggested to the States?

Mr. LEISERSON. That is right.
The CHAIRMAN. H.as that been approved by the commit,tee?
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h1r. LErsEnsoN.  Not yet,
in suggestions .

It was sent to me to go over and send

The CHAIHXAN. W%o  got that up?
hfr. LEISERSON. The stafl’  of the committee, with the assistance

of the subcommittee on Unemployment Insurance.
The CHAIR&IAN. Have you approved that yet?
%.Ir. LEISERSON. I have said that I think this is all right on the

whole.
The CHAIH~:AN. But tllre committee has not] yet approved it?
Jdr. LEISERSON. So far as I know, no, because I have not been

informed as to the final way in which it would be recommended.
The CHAIRMAN. Senator Hastings, do you want this in the record

for what itI may be worth? It would seem to me that it would be.
better if we had one that had received the approval of the committee.

Mr. Lmsmso~. I shall be glad to tell the committee to send over
the final one tlhnt  is approved and put it in the record.

The CHAIRMAX I should think that would be better, don’t you,
Senntor?

Senator IX-isTIT;Gs.  I agree with you.
Senator BUCK. Mav I ask you when you think it will be approved?
34,. LEISERSON. It ought  to be ready very soon now, because this

came to me a week or so ago, and each of us was sending in our sug-
gestions on itI.

Senator BLACK. The reason I ask is that I have a letter from a
State senat’or  in Vermont who is very anxious to get a bill offered
immediately and says that it is necessary that one be oflered  at, once
by reason of their legislative situation. Could it be possible for me
to send him even the tentative proposals which you have?

Mr. LEISER~OX. I t,hink  so. There are alternatives in here. What
this is based on is partly tlhe Ohio bill and partly the insurance bill
recently introduced in New York State, and partly the Wisconsin act.

Senator BLACK. Have you an extra copy of that which is available?
Mr. LmsEnsoN.Yes,  I can give you one.
The CHAIRMAN. Doctor Leiserson, will you communicate with

Miss Perkins as Chairman of the Board, the wish of the committee
t’hat we might be furnished one that has received the approval of the
Committee?

Mr. LEISERSON. Yes, sir; and I will have it done quickly.
The CHAIRMAN. And to get it tlo us as soon as possible?
Mr. LEI~ERSON. I will.
If we start. with the premise that we want to use the principle of

insurance, then in dealing with that part of the problem that is capable
of being handled by insurance, there are certain things that follow
that are important to bear in mind. First, how much premium shall
you pay for the insurance? This bill provides that there shall be a
3 percent tax which really is the premium.

Why is it 3 percent? Insurance is not magic; you can buy only
the amount of insurance that you can afford to pay for, and you will
find in the Committee’s report, the report of the Committee on Eco-
nomic Security to the President, which I suppose has been mentioned
t,o you before, you will find a table in that report on page 13, in which
it lists roughly how much insurance you can buy for 3 percent of
pay rolls, for 4 percent, or 5 percent of pay rolls.
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In the report of the Ohio Commission on Unemployment1  Insurance,
we prepared a more detailed table on the same quest’ion,  that is,
assuming that you use 2 percent of the pay roll-

The CHAIRMAN (interrupting). Does t’hat report just apply to
Ohio or does it apply to the country?

Mr. LEISERSON. Ohio only. Of course, it considers the problem of
unemployment the country over, but it 1s purely a report of a com-
mittee appointed by the Legislature of Ohio to the Governor, in
pursuance of a resolution of the legislature. .

Senator KING. Did you participate in that?
Mr. LEISERSON. yes, sir. There we figured out that if you had

2:4 percent of pay rolls, as the premium, that could purchase insurance
for a period of something like 15 weeks if the insurance were 50 per-
cent of normal earnings, with a maximum of $15--that is, assuming
a person who earned more than $30 a week, he would get only $15,
and if that were after a waiting period of 4 weeks before he could
begin to draw insurance. Similarly we went clown to 27$ percent,
3 percent, 3f/l percent, and so on, showing the difl’erent a,mounts  of
insurance that can be bought by these premiums.

The CHAIRMAN. Will you put that part of the Ohio report in the
record?

1‘Mr. LEISERSON. I shall be glad to do so.
(The partial report referred to above is as follows:)

REPRINTED FROM THE REPORT OF THE OHIO COMMISSIOS ON UwxpLoyhIENT
INSURANCE, NOVEMBER 1932

The commission has calculated the various amount,s  of unemployment insur-
ance that can be bought for various premiums ranging from 2yz percent of the
annual wages paid to the insured employee up to 5 percent. In doing this, it has
considered the changes in cost of insurance, as the waiting periods and maximum
limitation on amount and duration of benefits vary.
these calculations:

Following is a summary of

TABLE V.-Percent of pay roll required to purchase various amounts of unemploy-
ment insurance

I Will buy benefit of 50 percent of

*
wages-

. Percent of pay roll With a
For a maximum

/ p:;iod
weekly

-
b3efit-

2.55,--,,---_-____--__,_____________,___-----------------------------
2.75,,-__-__--_,,_--____________________-----------~-----------------
2.94-,-
2.94_,,_::::::::::::::::::::::::::::::::~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
1.13 _-_-------
3.26

-------------------------------------------------------
3.45:::::::::::::::::::::: -------------------------------------------

3.49 _--------_--_------___  ::::::::::::----------------------
___-_-__-

3.87,,-  ---- --- - - - -- -_- - - - - - - - - _ -
-_----------------_------------

4.10~~~~,~~~,-~~~~~~
-------------------------------------

4.36
-------------------------------------------------

4.4o:::::::::::::::::::::::::::::-----------------------------------------
-----------------_c-----------------

4.67,,,_______________,__,______________----
5.03-

_--_---_-----------c-----
----------------------------------------------------------------

After a
waiting

P:riod-
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After a vcr~- careful consideration of these combinations and of many others,
the commission has reached the conclusion that a reasonable amount of protec-
tion can be purchased for approximately 3 percent of the pay roll, a price, which,
when shared by employers and employees, will be easily borne and not represent
an unreasonable charge upon industry.
amount of insurance:

This percentage will buy the following

,4 benefit of 50 percent of the normal weekly n-age of the insured, beginning
after a waiting period of 3 weeks, and payable for a period of 16 weeks, the
maximum benefit in no case esceeding  $15 per week.

Senator COUZENS. Did that report contemplate the employee
con tributNing also?

MI-. LEISERSON. yes, sir. That report, I may say, recommended
that the employer shall pay 2 percent a,nd the employee 1 percent,
but it did all of this calculation on the basis of the 3 percent, t1la.t is,
regardless of where the contribution was coming from. I will discuss
presently this question of con bribu tion.

The CHAIRMAN. In your Ohio proposal, did you apply it on agri-
culture t’he same as on industry?

Mr. L~rsE~sos. No, sir.
The CHAIR~W. you excluded agriculture?
Mr. LEISERSON. It excluded agriculture.
Senator HASTIXGS. Doctor, you are t~alking  about how much

i~xxmnce  3 percent,  will buy. Does that not depend entirely upon
the labor conditions, that is, if there a’re a great1 many people out of
employment, 3 percent would not be enough and if there was nobody
out, 3 percent! would be too much?

h/f I’. LlmELI.SON. That is just what I want to explain. When you
ha-v-e wxident imwance 01' life insurance, how much a $25 premium
will buy will depend upon how many accidents you will have and
how ma~iy people are insured. Similarly, in the State of Ohio, for-
tunately, every employer with three or more employees, under the
compensation act, has to report to the State compensation fund the
pay roll evcrCy month, because there is an exclusive State compensa-
tion fund. IF e, tlherefore,  had the dat*a of fluctuations of employment
from 1914 on to 1931, and on the basis-we employed an actuary to
make the study--and on the basis of the Ohio figures, we could
figure out as a matter of fact over those years.

The actuary used a very liberal estimate, the good years and the
bad years, he used an average estimate  of 13 percent unemployment,
whereas usua,lly  over a period of years statisticians have sa.id that *
over the good and bad years the average unemployment is about 10
or 11 percent. Our figures indicated that about I.3 percent was
closer, and so taking all those things into consideration we arrived
at how much a certain amount of premium will buy. Whether that
premium is adequate or not is a question that has to be decided in
each pa,rticular  case when you are going to pay the premium. We
cannot start with the idea that we have got to have adequate
insurance.

Every insurance agent tells me that I do not carry enough insurance
to properly cover the needs of my family, and I think they are right,
but why don’t I? Simply because I cannot afford it. I purchase
just the amount, of insurance that P can afford. Similarly, most work-
ing men do not have enough insurance t,o protect their families. Even
the industrinl insurance and the group insurance is inadequate and
therefore most of’our States have so-called mothers’ “allowance laws
and mothers aid laws “, or “mothers’ pensions ” to take care of the
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families because the insurance w-ns inadequate or there was no
insurance.

Here, the question is the same. The committee discussed it and
found that at the present time it was mere judgment and opinion on
their part, that at the present time or in 1936, 3 percent would be an
amount that industry could afford to pay for this if business revived
enough to be up say to 95 percent of the average production figure
during the years 1923 to 1925. The Federal Reserve Board keeps
those figures. If industry does not revive that far, if it revives only
to 84 to 95 percent, then the committee thought industry could afford
only 2 percent, and if the revival is less than 84 percent of that index,
then they thought industry could afford only 1 percent.

Senator COUZENS. At that point may 1 ask you what yardstick
you used to determine whether industry could a*fford  a certain per-
centage?
Mr. LEISERSON. It did not take nnv one industry; it took the pic-

ture as a whole, a,nd so far as a scientifically accurate yardstick, I
may say it used none of that It is a mere judgment on the basis of
conditions as they are and the need that people have for security in
the future, and in that was considered also as to what industry gen-
erally would think they can afford, t&at laborers think they can
afford, what legislatures have shown that they. thought they could
afford; but there is no scientific or accurate basis for that at all. It
is a judgment pretty much as most people will do with any insurance;
they carry. As one member of the committee I should say that if in
your judgment industrv can afTord more,

Senator COUZEN;~. Jih3~ ~011 say
you ought to make it more.

” afTori1  ” I do not get you at all.
HOW do you determine whether an industry can afford 3 or 2 or 1
percent; what factor do you use in determining it? What is you1
udgment,  because  you say it is judgment?

Mr. LEISERSON. In my own judgment, it is this. I start with the
need of the wage earner for protection against irregularity of employ-
ment. I st’art with the idea of what that man earns; he dedicates
his skill and ability and his life to that industry, and that there are
certain costs involved in his labor similar to the overhead costs that
the industry has.

For example, take these electric lights. During the daytime a
large part of the plant is idle. WC consider that the investor is
entitled to a return on the idle investment as well as on the other part
of the investment.
operating.

We do not pay them only for the time they were

regularlv.
lSimilarly with the wage earner. Ko industry works
There is always fluctuation in employment, and the wage

earner 12~ a claim. In my judgment, it is a part of the cost of pro-
duction, that when he is temporarily laid 014’ for a0 period, that some
part of his expenses at least, at lea& enough to maJntnin him during
that waiting period, shall1 be a charge on the industry.

Starting with that, the question arises as to whether the industry
can afford it or not. If we are in a period when industry is moving
downward, more and more people are being laid of& I should say at
that time is not the time to begin to provide for this insurance fund,
but when industry is starting upward, if it is moving upward, then is
the time to begin to provide for these charges.
“ How much “,

When you ask me
all I can say in answer to that is this: I personally be-

lieve that this chsrge  will not make an additional cost to the industry;
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it will actually result in a reduction in cost. The only question in-
volved about affording ia if the industry is in the red and going down;
at that time you cannot put additional burdens on it, but as soon as jt
is moving upward and is getting out of the red, at that time jt seems
to me is the time to begin to put this charge on.

My personal opinion is that any industry that is moving upward
and each month putting more and more employees on, the moment it
is out of the red it can afford at least 3 percent for this purpose, If
you will ask me why still further., I will say this: When the employee
is not protected against irregulamty  of employment, he fries to protect
himself by stretching out the job. I happen to have made a study of
that que&ion in very many plants. It was puijlished  as a book c.alled
“Restriction of Output in Unorganized Industry”, which showed that
the main cause foC loafing, soldiering on the job, was fear of lay-offs
with no protection. That is why I think that an industry can afford
fo put 3 percent on and it will save more than 3 percent, becau;e t.le
men will work and not Aoldier  on the job in order to protect themselves
as against z lay-off.

Senator COUZENS. As a ma’tter  of fnct,  the more they soldier on the
job the more job there  is for the unemployed, isn’t there?

Mr. LEISERSON. Ko; I do not think so.
Senator COUZENS. You do not think so?
Mr. LEISERSON. No ; the more they soldier on the job, the higher

the cost is and the higher the prices have to be, and they make fewer
jobs for themselves in the end.

Senator HASTINGS. Doctor, before you leave that, the examination
that the actuaries made in Ohio covered a. period of 16 years?

Mr. LEISERSON. I?rom 1914 on to 1931.
Senator HASTINGS. Sixteen or seventeen yea.rs?
Mr. LEISERSON. I may say we have the complete actua.rial  calcu-

lation in volume 2 of this rep&t. It is merely summarized in volume 1.
The CHAIRMAN. I wonder if you could not furnish to each member

of the committee, a copy of those report’s?
Mr. LEISERSON. I shall be glad to do so.

Senator HASTINGS. I want fo inquire whether that 3 percent would
have taken care of 13 percent of the unemployed?

Mr. LEISERSON. Oh, yes. I can tell you just how that worked out.
We made a tabulation in which,we calculated that suppose after the
depression of 1921 we had started an unemployment insurance fund,
say January 1923,  when we were on the upward movement, how
would that have worked out? It would have worked out something
like this:

During every year down to and including 1929, it would have paid
to all of those who were covered by the insurance, and when they
suffered unemployment it would have paid them 50 percent of their
normal earnings, their normal weekly earnings, with a maximum
of $15 a week, no more than that, for a period of 16 weeks, which
they could have gotten; but of course you must know that most of
the unemployed are out of work less than 16 weeks; but it was possi-
ble, that those who were out of work 16 or more would have gotten
16 weeks after the waiting period of 3 weeks. That is, the first 3
weeks fhey get nothing. That would have happened. And at the
end of 1929 when the depressiomhad  t,o be faced, there would have
been $104,200,000 in a reserve fund to face the depression with.
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Senator KING. That was in Ohio alone?
%l:r. LEISERSON. In Ohio alone. The first year of the depression,

1930, we would have been able to take care of all of these people who
were insured. on that same basis after the period of 3 w-eelis:  for 16
weeks, and we would hay-c  paid out $69,000,000 in benefits that
year.

Senator HASTINGS. What year was that‘!
Mr. LEISERSON. 1930; the first year of the depression. And at

the end of that yea,r,  we would have had $84,OOO,OOO  left, because
the premiums cornin.g in, and $69,000,000 paid out, $M,OOO,OOO
would have been left m the reserve fund.

Senator HASTINGS. You would have taken $2O,OO0,000  from your
reserve fund?

Mr. LEISERSON. That is right. Now the second year of the
depression, 1931, which was much wors$,  we would hdve paid out
$109,600,000 in unemployment benefitIs,  but.  we would have had to
take most of them from reserve and only $11,2OO,OOO  would have
been left at the end of 1931. But remember that the first 2 years
of the depression, none of these people would have had to go on relief.
They would have been protected.

The third vear of the depression, 1932, we figured that the fund
would probably  have run out about in June, perhaps a little earlier-
it would have been exhausted. In other words, 3 percent of the pay
rolls would not buy any more t,han that amount of protection if we
have a depression that lasts as long as the present one has la.sted,  and
then we considered what might be done under those c,ircumsta,nces.

There were several things we thought of. If these people go on
relief, on the whole they would have gotten less than one-half of what
they get on relief, or at least what they did get in Ohio at that time,
75 cent,s  per person per family per week. They would have gotten
very much less than these benefits and, too, the emergency. having
come, our bill in Ohio authorized the fund in an emergency like that
to spread the benefit,s  in the same way we spread work, where we
say, “Let the people spread the work.” That is to say, to reduce the
benefits from sa.y one-half of the normal earnings to say 40 percent or
some other figure that would carry it through another year. It also
authorized the fund to borrow either from private sources if it could
get it., and after all this is an insurance company and there is no better
security tha,n the pay rolls of the State of Ohio, there is no better secur-
ity than that; or they might borrow from the government, either from
the State Governm.ent  or from the Federal Government.

Another thing to bear in mind is that in all of this period the States
would not have contributed a penny, not even for administration
expenses. All of these calculations are entirely on the basis of a self-
supporting fund, and rather, after say 2 years of depression and the
depression lasts 2 more years-rather than tell these people to go on
relief, it would be much more sensible in my judgment for the States to
lend money to this fund for another year or two, as long as the depres-
sion lasts, so tl1a.t these me:, who never before were on a charity roll,
it keeps them off the charity rolls with the loss of self-respect that
that involves. It is up to tlhe State when the depression comes,
to lend that amount of money, it seems to me, even if they should
never get it back.

116807--3b-18
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Senator HASTINGS. But, Doctor, I understood, however, that
the worker was limited in his benefit to 16 weeks under this bill?

Mr. LEISERSOX. Yes, sir.
Senator HASTINGS. After 16 weeks, what happens to him if he has

not got a job?
Mr. LEISERSON. That is true. If, for instance, during this period,

cony person was out of work for more than 16 weeks, steadily, at that
time he would have to go back on his own resources and if however
he had some work for another period, he could appear on the fund
agGn the following year? but if he had no resources at the end of the
I6 weeks, he would be lust like most working people are-he would
have to go on relief or relief work or charity. We figured further,
if we could have msde this fund 4$ percent in 1923, it would have
carried them right through the year 1934.

Senator HASTINGS. But in none of your figures do you contemplate
t;&ing cure of the worker longer thsn 16 weeks?

Mr. LEISERSON. Not on a 3-percent  fund. If we had a 4$percent
fund, we could carry him for 20 or 26 weeks.

Senator HASTINGS. And then what happens to him?
Mr. LEISEHSOX  Then again if industry is in such a state that it

cannot! employ people for n year or two years, the insurance cannot
cover it all. Ko insurance fund can. Therefore they get into the
ranks of the permanently unemployed, and you cannot insure people
who are pernuLnentlp  unemployed. You have got to do something
else for them.

Senator HASTINGS. I t?Gnk I understand it. This 16 weeks does
not I~~:LL’I 1 C, we&s in every yew. It means 16 weeks a year until
he gets himself bxlr on a job of some kind--and then how long does
he ha.\-e to work before he is aga.in  entitled to participate in the fund? .
Mr. LEISERSOX He cannot draw more than 16 weeks in any 1

calendar year. That is what it does mean.
Senator HASTINGS. Does ib give him, for instnnce,  if he is on for

1933 for 16 weeks and beginning January 1934 he has not yet got a
job, does he go on?

&lr. LEISERSON. He does not go on unless he in the meanwhile
has gotten work again a,fter his 16 weeks and payments have been
made in his behalf.

Senator HASTINGS. How long would he have to be on again before
he would be entitled to his 16 weeks?

-Mr. LEISERSON. After that he could drsw 1 week’s benefit for 4
weeks payment.

The CHAIRMAN. Let me ask you, Doctor. Did you sav tlhis bill
Lpassed the house but did not pass the senate in Ohio?

hlr. LEISERSON. Yes, sir.
The CHAIRMAN. ItI was agitated for quite a long dile, wasn’t it?
1Mr. LEISERSOK. Agitation began early in 1931. A bill was intro-

duced, it was not, passed, ,znd a c.ommisslon  was appointed as a result
of that.
f TYle CHAIRMAN. Was tlrere very great opposition to it in the State.
which caused its defeat?
h 1Mr. LEISERSON. There was opposition to it.

The CHAIRMAN. From what sources?
Mr. LEISERSON. The employers of the St.ate objected to it, most of

them. I may say in t,llat connection that most1 of the support ctame
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from the wage earners and from the professional classes and social-
workers.

The CHAIRMAN. They were perfectlv willing t,o pay their part?
Mr. LEISERSON. The State IE‘ederation  of Labor, the Ohio State

Il’ederation  of Labor, went on record in favor of the t~Ir~php&
contribution. I may say, while we are on the question, that this Fed-
eral bill of course puts the entire premium on the employer and makes
it _.a tta x But the intent of this bill is fo ha\-e a coonerative scheme
between the States and the Federal Government but &~ich  cssentinllv
this tars or payment will be levied by the Stt~t~es and the money us&l
for the unemployed of the States! that the States will pass their own
bills. As soon as a State passes its own bill and makes the premium
3 percent, that equals the Federal tax and then that cancels t,he lia-
bility tlo pay the Federal tax.

The CFJAIRMAK. Let me ask you this question  in t8hat  connection.
This bill carries with it a 3-percent,  tax unless conditions should
change, and then on the index of prices and improvement it might be
shiftxd. Suppose Ohio should come in tend put the 3-percent  tax on,
but I percent of which sl~oulcl be paid by the employee  and 2 percent
by the employer. Then the employer could not claim a, deductlion  or
a credit, could he, the 90 percent share in the bill?

s/h. LEISERSO~-.  1 do not lina\v-  wha,t the phraseology finally  reads,
buti under the language that1 was approved by the committee, it was
understood the employer could if a Sta!te tnactlecl  a bill with the
employees’ contribution for say 1 percent, that he could use all of that,
as against the tax.

The CHAIIMAK. Will you investigate the bill and let us know as an
expert, whether or not that is carried in the proposition?

Senator IIAsiJIx\;Gs. It is perfectly clear that the ta’x is laid upon the
employer and he is entitled to deduct whatever he has pa,id to the
State for a similar purpose out of the tax.

The CHAIRMAN. Up to 90 percent.
Senator HASTIXGS. Up to 90 percent. So that if he had paid to

hist State, 2 percent instead of 3 percent, he could only ‘take, ofl?
two-thirds of it instead of three-thirds.
Mr. LEISERSOK. But he could not talie oft‘ the employees’ contri-

but;ions.
Sena,tor  HASTINGS. Ko; not at all. That is very certain.
The CHAIRMAN. \vhat  I am curious about is the statement! that1

the committee agreed upon another proposition.
Mr. LEISERSON. I will tell you what we agreed upon when we dis-

cussed it. We wanted to leave this matter of the insurance to be held
by t,he States, and whatever our own opinion may be with respect to
employees contributions or to other matters-waiting periocls, or
3 percent, or 5 percent or whatever it was-we did not want to have
the Federal Government impose its ideas on that of the States. The
States were to be free to adopt a pooled insurance fund I.&e Bh.io or
the Wisconsin plan, not pooled with separate accounts if they wanted
to, t’hey could have contributions or not. Th.at,  was what we agreed
upon. We wanted to leave the States free to have a contributory
scheme if they so desired, or not to have it if they so desired. I3ut
my understanding was that if a State had it, the employer could
deduct also for t’he 1 percent, but the question did arise as to whether
itI would be lega, for him to deduct 1 percent contribution that the
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employee made from the tax. That,, I do not) know. But our under-
standing was that we wanted the States free to have either plan if’
they so desired.

On inquiry I find that the bill clearly would permit employers to,
deduct only 2 percent if t,hat  is all they paid to a State fund and the
employees paid tlhe other 1 percent. That is to say the employers
would have 2 percent remitt’ed  from the Federal tax and would have,
to pay 1 percent to t.he Federal Government.

The CHAIRMAN. Let me ask you this question under this tax. Of’
CO :::se we have set up some agencies that are in competition with
some priva tie institutions, such as the T. V. A., and such as tlhe
Mississippi Bnrge Lines, and so forth.
tax, or is the tax imposed?

Are t,hose  exempted from t,his

Mr. LEXSERSON. Governmental aut,horitlies  are exempted, you will
find, in the definition of “employer.”

The CHAIRMAN. You would construe then that t,he Mississippi
Barge Line, which stock is owned by t!he Government but which runs.
in competition perhaps with other barge lines-

Senator KING (interposin.g).  And with the railroads.
The CHAIRMAN. And witfh the railroads-that trhey  would be

exempt from the 3 percent: Is that your construction?
Mr. LEISERSON. Under tlhe language as it is worded, I think they

would be exempted, but I do not see any particular reason why they
should be exempted.

Senator CAPPER. Doctor, isn’t it probably true that when this
system of unem.ployment-insurance  get’s started and gets going that
this charge or tax that WC are discussing, whether it is I percent 01’
3 percent, will be passed on by the industry, by the employer, t40 t,he
consumer and to the public?

Mr. LEISERSON. It will if the entire matter is a cost, but if as a
result of it the employee stops soldiering on the job to lengthen his
job, even though he pays the 3 percent he will gain that much and
perhaps more, so that it won’t need to be passed on.
question of fact.

That is just a
Every privat’e employer that has done something

to guarantee employment has found that the employees do produce
more work. They save inefficiency and reduced costs when the fear
of the employee of being laid off is taken away or at least partly
taken away by a measure of this kind.

Senator KING. Doctor, referring to the question just propounded
by Senator Harrison, what just,ification  is there for the Government.
to set up instrumentalities to engage in what might be denominated
as private business, barge lines, electric-light plants, and what not-
what justification is there to add further to the disadvantages of
private industries in competition with the Government, that the
Government and its employees so employed should not bear the
burdens that are imposed upon private industries and private
employers?

Mr. LEISERSON. If an industry or a project like the T. V. A. is
primarily a Government business and the Government is running it,
and the Government is the employer, I do not see nnv reason why those
folks who work for the Government in that capacity should not be
covered by the same measure. If, however, these governmental
projects are designed to give work to the unemployed, and they are
temporary, emergency measures of that kind, they are part of a.
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public-works project for relieving unemployment, then you have got
another picture in the situation.

Senator KING. That may not be said of a barge line, though, which
has been operating for years and seems t’o have all of tlhe immortality
t’hat comes with Federal bureaus.

Mr. LEISERSON. I do not see any reason why they should not, ex-
cept that in the Government service generally, where people have
civil-service protection, sick leave, and other things of that kind, they
are not laid ofi by the hour or by tlhe week, and there is a ditfcrent
problem there that you might’  want to handle in a different way, but
ordinarily I think everybody, whether Government employee or any
other, ought to be covered by a measure of this kind.

T!le CHAIRMAX. Of course we have a Federal law that1 Federal em-
ployees may.  come in and contribute, and so forth. It may be th.at
under these mstit,utions  that, they might come in the other way, but
I can see some unfairness in not imposing a tax on such projects which
compete with private business.

Senator HASTIXGS. Take the navy yard and the Public Printing
Office, those people are laid ofi’ when the work is slack, and t,hey are
just as badly of?’  as anybody else.

The CHAIRMAN. The Government Yrinting  Office employees take
t,his other insurance.

Senator COUZENS. Not the nave yard workers?
The CHAIRMAN. I do not know about tlhe navy yard workers. f
Senator HASTINGS. Unemployment insurance?
The CHAIRMAN. Yes.
Senator KING. Doctlor,  this will not interfere with your line of

t.hought. Obviously, in the study of this question, youhave looked
into the system of unemployment insurance as it operates in other
countries. Taking into account as you obviously would, $he differ-
ences in the economic and perhaps the political and social conditions
prevailing there and in the United States, what would you say as to
the result of the system? Has it been satisfactory or reasonably so,
and if so in which country has it been most satisfactory and under
what system have the most satisfactory results been secured?
Mr. LEISERSON. Of course, there are different forms of unemploy-

ment insurance and unemployment relief in the different countries.
Also the situations in the different countries are altogether diEerent.
On the whole, in my iudgment, the British scheme-has more than
proved it,s value, and “all”grou~s of people in England, employers,
employees, public men, all agree to that. But you must understand
that when we say it proves itself, if you t,hink of unemployment
insura,nce  as the remedy for the whole problem of unemployment, it
is not, and no person who is sane will think that unemployment insur-
a,nce  is a remedy for unemployment. If you have fire insurance, it is
not a remedy for fires, it is just to help people who suffer to avoid
some of the suffering. Similarly wi t!h life insurance.

The preventive side of t,he picture is an altogether difl’erent  thing.
For unemployment you have to have very many remedies. It is not
only one problem. As a matter of fact, some people are unemployed
because of industrial accidents. If you look over the industrial
accident laws, the workmen’s compensation laws, they are not
compensation for accidents, they are compensation for unemploy-
.mentC  due to accidents. If I work at a ma,chine  and the machine
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chops ofI my toe, I do not get insurance for the value of my toe. I f
on account, of that accident, I have lost 20 weeks of work, the law in
Ohio provides for example- most of the laws are the same-first I
met medical treatment and then I get 60 percent, in some States
Fwo-thirds,  of the wages I lost during the 20 weeks because I could
not work. That is unemployment insurance due to accidents.

Senat’or COUZENS. But at the snme time, it has had the ef?‘ect  of
reducing accidents, has it not?

Mr. LEISERSON. At the same time, one effect  of it, in varying the
premium-when after some experience and the premium was varied
so that the people who had more accidents psid higher rates than
those who had fewer accidents-then it had the effect in a good
many industries of reducing accidents. But when vou look over the
figures over a long period of time, it is quest*ionable  as to how much
in the way of reduction in accidents has really been accomplished,
because the accidents move up and down too, but t’here is no question
about it tha,t  when you have a merit rating scheme under an accident
law, that employers get busy and introduce safety departments for
the purpose of reducing accidents, a$nd many industries have made
really marvelous accomplishments in the way of reducing accidents..

Senator COUZENS. So that they are really not inseparable are they?
?&r. h~mrtso~. Beg pardon?
Senator COUZEXS.  Insurance and the prevention of accidents are

not inseparable?
Mr. LmmtSON. Exactly.
iScnator  COUZE;N;S.  You tried to demonstrate a while ago. that

insurance and the prevention of acc.idents  were two separate things,,
but they are not entirely separable?

Mr. Lmsni3so~.  X0. I think not. In our Ohio bill, we provided
that~ after  a period of 3 years, during which the 3 percent should be
collected,  m investigation should be made with the idea of classifying
m&;~;tries  and groups of industries and a merit rating scheme \-I-orked
out.

Senator HASTINGS. I was going to ask you about that.
Mr. LEISERSOX. On the basis of which those who have a higher

unemployment rate will pay a higher rate and the other a lower.
We discussed varying t#he  rates at that time from a minimum of 1
percent, to a maximum of 3 34 or 4 percent, but that was only t,o come
after \ve had enough experience. The same thing was true with the
workmen’s compensation. I happen to have worked for tlhe first
workmen’s compenssltion  commission in Kew York State in 1909,
the so-c.alled ” Wainwright Commission “, thnt intlroduced  the first
bill, which was later declared unconstitut,ional,  and t,he argument,
against it was exactly as many employers claim now, that it is not
insurable-you do not have enough data on it-all of which was true,.
because until we began t,o insure we had no accurate d&a, because
nobody was accurately reporting accidents.

After a few years of reporting accidents, under the insurance scheme,
we were rthle to work outI :tll sorts of &ssif-icd rates on a merit ratir?g
basis, mti I should say any unemployment-insurance scheme that is
not worked out on the basis to stimulate prevention of unemploy-
ment is bad, and we have t’o work out a scheme and we think our
Ohio plan, and so do the people in Wisconsin think, that their plan is,
designed to stimulate att,ention  to the problem of prevention.
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Nevertheless, n-e have to bear in mind tlmt the yrobleiu of pre-
vention of unemployment is not the individual employer’s problem
in the main. He can prevent unnecessary unemployment that comes
from the fact that materials are not ready when they ought to be
there, or from irregular buying seasons or things like that, or bad
management in one way or another, and when he 1~a.s t,o pay some-
thing more, he will give more a,ttention  to that! ; but he cannot pre-
vent unemploymentI  that is due to fina.ncial or international causes
or anything of tIllat kind. That would hnve to be dealt with by
industries as a whole and by the Nation as a whole.

Senator COUZEXS. When you studied that problem., Doctor, did
you give any consideration io a guaranteeing of a minimum annual
wage?
Mr. LEISERSON.  Yes, sir.
Senator Couz~h’s.  Is not that’ a great step toward the stabilization

of employment?’
Mr. LEISERS~PJ. Verv muc.1~ so, sir.

first of those that was used.
In fact, I WO~lid  >on one of the

In the ladies’ gaxnent industry in
Cleveland, which is a very seasonal industry, along about, lW9 an
agreement! was made bekeen all of the employers in that industry in
the city and the organization of employees by which a guaranty of
40 weeks was given, and it had a good deal to do with stimulating
steady work there, but af course &en this depression came along
that whole thing disappeared.

We do provide in t’his bill that States may, in the bills that thev
pass? provide for guaranteed employment plans as one method of
dealmg with that or for individual reserve funds as a means of center-
ing the eniployer’s attention on his own employmeni-,  and we wanted
tlo leave the States free to experiment witIll such things if they desired
to.

The CHAIRMAK. In this bill, so far as the unemploynlent insurance
features are concerned, there is no suggestion of c.oerc.ion  upon the
part of the States, they are left perfectly free to do n-it,h it as they
please.

Mr. JJE;IsERsO~-.  Kxmtiv.
The CHAIRMAN. We do” impose this tax, though, from the Federal

standpoint and they get the credit?
Mr. LEISERSON. May I sa,y a word on t,hat? Some crit’icism  before

the House Ways and Mezns Committee where I appeared has been
direcbed  against t*his bill because it does not provide for a national
insurance scheme, or because it, does not provide for a so-called
“national subsidy plan.” The reason it does not provide t*hat is for
the reason that you have mentioned, Senator. It was the judgment
of the committee that at this tVime it is not desirable for the National
Government to lay down standsrds  of unemployment insurance for
all the States. You take the 3 perccnk-if we in Ohio found that 3
percent would work out, as this report showed it would work out,
3 percent in the State of Kansas won’t work out tha tz way at all,
because you have got different risks-you have got different numbers
of employees, difl’erent  experience with unemployment,, and at this
time it is not possible to say n-hat one rate will bring in all of the
industries in the country. Therefore, the purpose of the national
3-percent tax is really to meet only one situation. The National
Government is called upon to pay out great sums of ~money  in doles.
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There is no way of avoidin g it if you make no other provision for
unemployment. The National Government therefore wants to stimu-
late the States to provide for their own people, in their own way, and
one way is unemployment insurance, and it is not the only way. The
National Government may want to stimulate them to have public
works for the unemployed, it may want to st,imulate  them to do
various things that are relmedies  for unemployment in addition to
insurance. It has already stimulated them to establish public em-
ployment bureaus. That is another remedy for unemployment.

The main reason that we have not been able to get more State laws
enacted than the one in Wisconsin is that the employers, and properly,
say, “If you put this tax on us in the State of Ohio and the same
industries over in Kentucky do not have it, we will be at a disad-
vantage in competing with them.,’ Personally I do not think tha,t
that is a sound economic argument. It has some merit, but-

The CHAIRMAN (interposing). It has a good deal of force.
Mr. LEISERSON. Yes, there is a good deal of force in it.
The CHAIRMAN. Do you think that if the Federal Government

should lay this 3 percent generally over the country, that that would
take a good deal of that argument away?

1Mr. LEISERSON. It will take all of the argument away, and we
can say then to the employers, “Now, your argument before”---that
was one of their main objections-we can say, “Your main objection
before was the disadvantage that you would be put to in competition.
That is taken away.” And in addition to that, many of these em-
ployers have said, “We would like to do it but we cannot because of
the disadvantageous position we would be in.” Therefore when we
show them tohat they will have to pay the tax anyway, and competitors
will, that objection will be removed and they ~vrll go along with
State laws which many of them have said they would like to have if
they could.

The CHAIRMAN. Let me ask you, Doctor. Of course in certain
industries-I think you pointed it out previously- they employed
more people than they do inanother industry. For instance, in the
textile industries they employ perhaps more than they would in the
steel industry in proportion to the amount of profits and the capital
invested. Have you given much thought to that proposition as to
whether or not the 3 percent might be too heavy on some and not too
heavy on others?

Senator HASTIKGS. Before you answer that, let me make this
suggestion. There are a great many industries where the pay roll
is the largest part of the cost of the thing, too.

The CHAIRMAN. That was what the idea was that I was trving to.
convey.

Mr. LEISERSON. W-e have given thought to that. hly own judg-
ment is that 3 percent, when industry gets back somewhere near
normal, when it gets to say 95 percent or somewhere  around 90
percent of the 19% level, that 3 percent is a minimum that all indus-
tries ought to afford, that beyond that, other industries may be able
to afford more, but I would not put it on the basis of being able to
aEord from a profit point of view. I would put it on the basis merely
that if one industry has a large amount of unemployment, that it
ought to pay more because it is part of its cost. Another one that
reduces unemployment, it ought to pay less. The moment you con-
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sider the income or paying capacity of an industry, you are getting
away from the principle of insurance.

If you want to deal with the problem of unemployment by taxing
profitable industries or by putting heavy income taxes or anything
like that upon them, that is one method that, some people believe is a
proper way of dealing with the problem, but it is not insurance. Just
the same as many people believe in public works for the unemployed.
The moment you are thinking of insurance, you have got to have your
premium paid at the point where the risk is, and t!he risk is right there
in the industry on the job. Personallv, I think that is the only sound
barsis,  the theoretical point of view is’ to have the employer pay the
en tire cost . Economically you cannot justify an expense for waiting
to go back to work that way, by putting the burden on the employee.
Kot that way.

The argument for contribution is put on the basis that administra-
tively it is desirable to Lave the employee have some interest, however
small, that he has contributed to the fund. In the first place you then
know by his own contribution that this fellow is entitled to insurance.
That i&n the first place. In the second place when they are distribut-
ing the benefits, if the employees think that it is the employers’
money that is being distributed, they do not care what happens to it’,
but if it is some of their own money, then they will be very “hard-
boiled” with fellow workers who try to take advantage of the fund in
any way.

The third reason is this, in administering unemployment insurance
funds, you have to have local administration.
ment office the whole thing has to center.

Around the employ-
The employee when he

is out of work goes and registers at an employment office. He does
not count as unemployed until he does register at the employment
office. If a man is laid off and goes off on vacation for any reason
and does not register as unemployed at the employment office, his
unemployment does not begin until tha,t day. At that employ men t
office there is a waiting period of 2 or 3 or 4 w-eeks-whatever  the
States will make it, no standard is set in the Federal law--during
which the employment office tries to find him a job and he tries to
find a job. At the end of that period, the director of the employ-
ment office must certify that this fellow really cannot get another
job, that the employment office has tried .every way and he has tried.
Then he is unemployed and he is enGtled  to benefits, but he may
have a difference of opinion with the director, and so in Ohio the bill-
and most of the bills have been framed in the same way-you have
a joint committee of employers’ representatives and employees’ repre-
sentatives to pass on those disputed questions
is entitled or not entitled to benefits.

as to whether a person

I think it is important that the employees should be represented
in their own right on such committees. Therefore if they put a little
money in it, it is in their own right and they will have a lit tie more
right to sit there. I do not think that is necessarily a complete argu-
ment, because the employee does contribute in suffering and the
loss of employment himself anyway, and there is a good deal to be
said on that side. Theoretically the industry should bear the cost
for that kind of unemployment, and if it cannot be absorbed in the
ordinary cost, be passed on to the consumer. For administrative
and practical reasons, a small contribution by the employee might
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be desirable, but we say let us not pass judgment on that once and
for all, let us lea,ve that to the States to work out whichever seems
to be best in their judgment, and the State legislators can decide
that for themselves.

Senator &KG. In vour Ohio bill, you provide for employees’ con-. .
tribu tion?

Mr. LEISERSON. Of 1 percent.
Senator KING. And that was endorsed bv the American Federation.

of Labor?
1Mr. LEISERSON. Yes, sir.
Senator KING. There is a sort of a1 moral reason  as I gnt’her  your

argument.
Mr. LEISERSON. Mainly moral and aclminist,rative.
Senat,or  KING. It give; them an int!erest  in the fund and they will.

be more c.areful  in its disposit!ion.
Mr. LEISERSON. Well, there was one other reason. At t’he time

we framed this bill in 1931 and l(332, employers generally who favored
these things said that 2 percent was all that t,hey  could aflord and 2
percent would not bring enough in the way of benefitIs,  and we thought)
an additionrl,l  1 percent would help, although it probably would not
be possible t’o get more than 2 percent from the employer.

Senat’or BL-OCR. Doctor, may I ask vou a question or two on that,?
I understood you to say that eventualiv of course it was passed on to
the consumers as a part of the cost. That,  is correct, isn’t it?

Mr. LEISERSON. All costs of an industry, of course, must be passed
on to and paid by the consumer.

Senat,or  BLACX. Of course, if the contlribution  should be made en-
tirely by t,he employee of the parCc.ular  industry,  that cost would be
spread out on the employees of that particular industry only and no
one else would contribute. That is correct, isn’t it?

h?r. LEISERSON. If it were entirely by the employees, yes.
Senator BLACK. But when you simply make it an employers’ pay-

roll tax or sales tax, which is what it is, then it is spread out beyond
the employees of the particular industry, all of the farmers, to all of
the people in the Nation who buy the goods, and it is spread out on a
broader base, isn’t it?

Mr. LEISERSON. Oh, no; if you made the tax on the employees only
of any industry, and if those employees worked making farm tractors,
the farmers would pay the cost of that even though the employees
made the contributSion.

Senator BLACK. Let us see just a moment about that. If the em-
ployees of the tractor manufact8uring  company had a fund of their
own, paid for out of t,heir wages, which was not placed as a tax on the
companies, that would be an employees fund and not enter into the
costs of the company, would it?

Mr. LEISERSON. It woulcl  only if one employer or one group of
employees of an employer set that up on a yolunt,ary basis.. If how-
ever it wns compulsory on all employees, say in the tractor industry
themselves to contribut,e  1 percent, within a rery short time the wages
of that industry will have to go up to include t.hat 1 percent, and that
would be passed on t,o the consumer.

Senator BLACK. That might or might not be true. Theoreticallya.
that is the position you assume.

Mr. LEISERSON. I will tell you when it would be and we will both
be right. On the upward movement of t4he business cycle it would be
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passed on, on the downward movement they would take that out of
the .employees,  and some more.

Senator BLACK. What I am getting a.t is this: According to the
theory then, that you have, at least a, part of the time., which ever
method is adopted, of the employer or of the employee, it eventually
is spread out on all of those who buy consumable goods in the Nation.
That is correct, is it not?

IMr.  LEISERSON. Yes.
Senhtor  BLACK. That being true, let us go back for a moment to

the suggestion you made and the answer you made to the argument
for a national subsidy.
against it

A national subsidy you said, one argument
was-I jotted it down and I thmk I have it correctly-

wa,s because it was not deemed wise to impose national standards.
Of course it is not absolutely  essent’ial  that we adopt national stand-
ards in a broa,d  sense in ord& to haeve a national subsidy, is it?

1Mr. LEISERSON. Not necessarily, no; but the people who argue for
the national subsidy, for instance Mr. Green said the reason he wants
the national subsidy is because he wants to make sure that the
waiting period shall not be more than 10 days or 2 weeks, that it
must be a pooled insurance fund and it cannot be like the VV’isconsin
plan, that there must be no contribution whatever  by the employee
and he gave a list of the other standards that he wanted in, which he
said you could impose when you had this subsidy.

Senator BLACK. We could impose it under this bill if we wantecl  to,
couldn’t we? There would be no trouble in imposing those standards
in this bill, would there?

Mr. LEISERSON. Yes; you could impose those standards but if
you did you would not have the States adopting the law. You
would defeat your own purpose. For instance, if the State of Masaa-
chusetts which has a strong feeling- they had a commission like ours
in Ohio-they thought we in 050 were wrong, that we ought to have
t-i scheme like the Wisconsin law. If you impose the standard which
you mention on Massachusetts, IMassachusetts  would pass no law.

Senator BLACK. You think then they would lose their 3-percent
tax rather than do it?

Mr. LEISERS~X. I think so.
Senator BLACK. That would be a pretty b;g loss to the State of

Massachusettls,  wouldn’t it?
LMr.  LEISERSOK It depends on what you are going to do with the

3 percent tax.
Senator BLACK. You propose to turn it over to the Federal Govern-

ment, do you not?
Mr. LEISERSOK. Yes.
Senator BLACK. And that is a power or a force which you hold

over the head of the people of the State of 1Masaachusetts  and would
be a very substantial money loss to them if they did not pass the
law.

,Mr. LEISERSO~-. That i.3 correct.
Senator BLACK. So that that in itself would be a sufliciently  strong

argument to at least be very persuasive that they had better adopt the
standard suggested.

l&b. LEISERSON. It might overcome their objection to it.
Sena!tor  BLACK. The point I am getting at is that the argument

that you suggest, that about national standaxds,  is certamly  no
reamson not to h&ve a national subsidy system, is it?
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Mr. LEISERSON. I would say that it is not the only argument.
You can have even with the first plan-1 think you are entirely right- ’
even with the present plan you could put the standard in or not
put the standard in. You could have a* national subsidy scheme with
no standard, just as you say, but I would not agree that it is not an
argument because you could not turn over the money-

Senator BLACK (interposing). It is not the only argument?
Mr. LEISERSON. No.
Senator BLACK. Then let us go just a step further. Theri  :tj ti

matter of fact there is not any question in your mind but that this
employers’ tax will be borne by the buyers of consumable goods?

Mr. LEISERSON. In the end.
Senator BLACK. The buyers of consumable goods in the main,, in

volume of money spent and the number of people buying the goods,
is the greatest proportion of the people of this country of small
incomes.

Mr. LIESERSON. That is right.
Senator BLACK. Therefore it means this tax will be in the main

placed on the people with small incomes, does it not? There is no,
escape from that, is there?

Mr. LEISERSON. The greatest amount of the money will come from
the people of the smaller incomes because that is where most of the-
purchasing power is. That is true.

Senat’or  BrJAc$:.  Certainlv. If we had a national subsidy system
with t,he method of raising” taxes t,hat the Federal Government can
have on exc,css profits, on excess incomes and excess inheritances, we
could shift a part of fhat burden t,o tlhc larger incomes and thereby
actually increase t’he a,*woregate  purchasing power of the people with
the small incomes, couldn’t we’?
MK LEISERSON. Well, I would not agree t,hat we could, but I w-ill

agree this much2  that it may be desirable, Senator, to have taxes on
lorye incomes, mherit’ances,  and so on. When you put your tax
burden there, you do shift the burdens of government from the great
mass of purchasers to the fewer that’ have more of the wealth. You
are helping bo redistribute wealth.

Senator BLACK. Income.
Mr. LEISERSON. And income; both. All right ; I agree with that,

but when you are doing that, if t,hnt is what vou want to do, do it,
but do not prebend that we hat,ve anyt.hing  like ins1zranc.e  when we
a.re doing it.

Senat(or  BLMX. I heard t,hat argument a moment ago. Let us
get back to that Theore  t,ically you say that you cannot have in-
suranc*e  unless it is paid exactly by the method you suggest. Insur-
ance companies do not alwu.ys require the insurance premiums tlo be
paid by the man who dies, do they?

h'b. hISERSON.  NO.
Senator BLACK. Does it cease t,o be insurance bemuse somebody

else pays the premium?
Xl’r. L~:I~~cxcs. Tn this case, for instance, we do not, have the

workman himself, hc may not pay the ins!:rancc’,  but tlhe e.mplo-ers
pay the percentage according t’o t/he rate and the pay roll.

Senator BLACK. Would it c.ease to be insurance because if for irr-
stance you took 50 percent of that premium and took it from higher
income taxpayers and excess profits, instead of from the small incomes
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of the Nation?
part of it?

Would that prevent it being insurance if they paid a

Mr. LEI~ERSON. I think it ~)uld, Senator; because it would  be
t#aking money from a, place where the risk is not located and paying
it over to people who are unemployed so that you would have no
reason for distinguishing the difl’eren  t kinds of unemployed people
when you gave them money that way.

Sena,tor  BLACK. Why is the risk not, loc!ated in t,he large-income
taxpayers and the excess-profits people. What happens to their
business if you reduce the purc,husing  power  of their consumers?
Don’t,  they have a risk and aren’t thev greatly interested, as v&ally
interested as anybody in the Nation, in t#hat purchasing power?

Mr. LEISERSOP~.  Everybody has an interest, but unless---
Senator BLACK (interposing). Don’t thev have an interest?
MY. LEISERSON. They have an interest along with everybody.
Senator BLACK. Then if we collected some of this from them and let

them make a part of the contribution, it would be collecting from
somebody who has a very vital int)erest  in those people.

M?. LEISERSON. Yes. You can collec)t  all of it from them, but I
say it won’t be insurance, for t!his reason. If vou collect all of it from
income or inheritance taxes, and I do not want to argue with you on
t,hat,  because I believe we ought<  to have for general government pur-
poses heavier taxes 011 incomes and so on-on that principle I do not
disagree with you, but I disagree with vou onlv that as soon as vou
take’your money from that source-* ’

”

Senator BLACK (interposing). A pa.rt of it you mean..
1Mr. LEISERSON. Any part of it-you are violating the principle of

insurance, for this reason. Here is a man out of work, he is a casual
nborer and he has been out of work 3 or 4 or 5 years, or he is a laborer-
ake in the railroad industry where I am engaged noFv. Some men
tave been out of work for 4 years. Insurance cannot handle their
problem because they are not working and premiums cannot be paid
in their behalf. I think they need to be taken care,  of. l?or such
people it is perfectly all right to get your money in the way.you  say,
but to mix such people up, and cnsud laborers, and people who for
some reason, either mental or physical or moral, cannot hold a job
steadily enough to make enough payments or to have enough pay-
ments on their behalf to insure themselves-to mix all of them into
one group that gets unemployment money, it becomes what they
have discovered in Europe to be an important distinction which they
have to make-it becomes unemployment assistance or relief act
and not an insurance act.

Senator BLACK. I understand there is quite a. difference between
those two.

The CHAIRMAN. Doctor, and Senator, one question. Professor
Brown, of Princeton University, is here. I really wanted him to get
brick, because I do not want to keep him here from Princeton and his
work. Would you mind desisting now and let us take Professor
Brown and get through with him?

Mr. LEISERSON. I will be very glad tie get a little rest myself.
The CHAIRMAT;. Tomorrow we have XIr. Graham, president of the

University of North Carolina, and who was chairman of the advisory
council. We should like to take his statement at 10 o’clock in the
morning.
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Senator KING. When will the present witness resume? *
The CHAIRMAN. Monday morning, Doctor Leiserson? -.
Mr. LEISERSON. I will be glad to come whenever the committee.

wishes.
The CHAIRMAN. You have made a very splendid statement, Doctor.

It has been very helpful.
Mr. LEISERSON. Thank you, sir.
Senator  HASTINGS. Somebody said there had been a brief prepared

as to the constitutiona!lity  of this act. Are you familiar with it?
Air. LEISERSON. No; I am not.
Senator KING. Do you know who prepared it? That is, if any was

prepared?
Mr. LEISERSON. The representative of the Attorney General that

was on t’he technical boa’rd  was Mr. Holtzoff. He would be the one
who would be handling that question.

I should like t,o say before closing that one of the reasons that I
personally am for this State law rather than one Federal law is that I
am interest’ed  in getting the principle of the thi?g established as soon
as possible. No matter what act is passed, it wrll have to be tested in
the court,s,  and vou get opinions on all sides as to constitutionality.
If however you adopt the plan which will enable some of those 44
legislatures that are now meeting, to enact laws in their own behalf,
standing on their own feet, even though this Federal tax should be
declared unconstitutional, if New York, Ohio, Pennsylvania, and some
other States passed t(heir own State laws, the Federal tax unconstitu-
tionality would not affect, their action, because t’aken  on their own
sovereignty rights. ‘We mazy hca-t?e  half a dozen or more States enact
such laws now, and that in my judgment would be much greater prog-
ress toward gettin,v something in the way of security for unemploy:
ment then we would even if we adopted a national scheme right away..
It will take 10 years to work it out.

Senator BLACK. I want to ask just one question on that. The
quickest way to get the States to do it, ‘and the way that has been
held constitutional in connection with Federal aid, the quickest way
to do it is to offer them an inducement to do it by a Federal subsidy.
There is no question about that, is there?

Mr. LEISERSON. I am not prepared to say that a Federal subsidy.
would make it any quicker than a 3-percent  tax. I am not prepared
to say that that would happen.

Senator BLACK. I thought you would, because a while ago you said
that you were afraid that they would not take this plan if we imposed
standards?

Mr. LEISERSON. I am not sure. Of course, subsidies do help them.
to accept money; there is no question of that.

Senator BLACK. That has been upheld by the Supreme Court,c
hasn’t it?

Mr. LEISERSON. That is true. t
The CHAIRMAN. Dr. Leiserson, we will want you here when we get

ready to go over these various paragraphs on unemployment insur-
ance, so that you can explain each one as we go along.

Mr. LEISERSON. I will be at your service.
The CHAIRMAN. If there is any further addition to your statement,.

I wish you would furnish it, so we can carry it right along in that.


